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Position Paper 2023-06

Tax Exemption for National Guard

OBJECTIVE: To adjust Virginia’s current income tax deduction for National
Guard Pay from $3,000 to $6,000.

BACKGROUND:
1. Virginia exempts the first 3,000 of National Guard pay from State Income
Taxes.

2. The state eliminates this deduction once a Soldier reaches Captain (O3 pay
grade).

DISCUSSION:
1. The current exemption of $3000 has been in place for two decades.
2. If this benefit were indexed to inflation the amount would now equal $5,000.

3. We consistently compete with our neighboring states to retain and maintain
our National Guard forces. Virginia also competes with the compo 1 (Active
Duty) for much of the qualified recruits in the state.

4. The role and requirements for the National Guard have steadily increased in
the last 20 years resulting in the Commonwealth’s greatest OPTEMPO since
the second WW for our National Guard Forces.

5. The original exemption dates back to 1994 which was passed by a
Democratic house and senate and signed by Republican Governor George
Allen.

RECOMMENDATION: That the Governor and General Assembly adjust increase
the amount of income excluded from State Income Tax from $3,000 to $6,000 and
increase the pay grade eligibility to LTC (O5 pay grade).
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